Forestry in the Paper Industry by Rindt, Charles A.
Volume 18 Article 5
1-1-1930
Forestry in the Paper Industry
Charles A. Rindt
Iowa State College
Follow this and additional works at: https://lib.dr.iastate.edu/amesforester
Part of the Forest Sciences Commons
This Article is brought to you for free and open access by the Journals at Iowa State University Digital Repository. It has been accepted for inclusion in
Ames Forester by an authorized editor of Iowa State University Digital Repository. For more information, please contact digirep@iastate.edu.
Recommended Citation
Rindt, Charles A. (1930) "Forestry in the Paper Industry," Ames Forester: Vol. 18 , Article 5.
Available at: https://lib.dr.iastate.edu/amesforester/vol18/iss1/5
30                     TIIE    AMES    FORESTER
Forestry in the Paper Industry
Bv  Charles  A.  Rindtu
The  problem  of  reducing`  costs  of  operation  is  of  prime  imi
portance  in  any  industry.    In  this  era  of  mass  production  and
intensive  competition  especially,  every  cent  of  cost  on  the  unit
of  finished  product  must  be  justified.    Every  cent  that  is  run
down and pushed off the cost of the finished product is a victory.
It  means  that much  advantage  over  other  companies  producing
the  same  commodity  that  llaVe  not  been  1!ortunate  enough  to
ferret out the unnecessary pellny,  and that much mOl'ae  Stability
for  the  more  efficient  ol-ganization.
In  supplying  a paper  mill with  wood,  there  are  certain  costs
that are taken for granted as being necessary today for no more
sound  reason  than  that  they  have  been  necessary  in +the  past.
Quite  contrary to  this  ingrained  idea,  these  costs  are not neces-
sary and can be controlled ; in many cases they can be eliminated.
These  costs  are
Freight  on  wood
Interest   on   investments   in   stored   wood
Insurance  on  stored  wood
These  costs  have  been  necessary -because  paper  mills  have  de-
veloped without  gilring  any attention to  tile  possibility of  elimi-
nating  them.    The  result -is  that  today  hundreds  of  thousands
of dollars are being added to  the cost  of production that would
not  have  to  be  added  if  a  little  foresight  ILad  been  used  and  a
little  thought  given to the  location  of  the  timber supply.
These  costs  Vary  for  different  mills  depending  on  the  lengt,h
of  freight haul  that  is  necessary  and  the  amount  of  wood  that
is  held  over  as being a  safe  working supply.      For  an  example
of the maglnitude of these costs, consider a mill that uses 100,000
cords  of  wood  per  year.    A  small  amount  of  the  100,000  cords
usually  comes  from  fal-mers  and  small  operators  close  to  the
mill  who  cut  from  stands  of  seconcl  growth  and  from  small
isolated patches of virgin  timber.    TIliS  local wood that  iS With-
in  trucking  distance  of  the  mill  requires  no  freight  rate,  and
from this up to 80 cents per cord  of peeled wood  for that wood
that is out of the range of trucking distance and has to be freight-
ed  a  sort  distance.     By  far  the  greater  bulk  of  the   100,000
cords  comes from sources 200  to  300 miles distant from the mill
and  carries  a  freight  rate  of  from  $3.00  to  $4.25  per  cord  of
peeled  wood.    The  annual  freight  bill  under  these  conditions
amounts  to  approximately  $250,000.    The  price  of  the  wood  is
no more when it  comes from the  area adjacent to the mill than
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when  it  comes  from  300  miles  away;  yet  the  actual  cost  to  the
mill is $4.25  per  cord more  from the  distant  sources  than from
the  closer.
Cwl-Over  Lands  Whi,ch  Wth  Be  Reforested
A  full  year's  supply  of  wood  in  northern  mills  is  usually
held  in   storage   as  being  considered   a  safe   working  supply.
100,000 cords of wood represent an investment of approximately
Sak2o?10n7tOsOOtJoW;h7i2C,hooi6 I:7eirnSgy:dalr:-   uTshuealilnyte5reOStp:rncetnh:S oirnViSotr=e#
this  investment is  represented by money  actually borrowed  and
interest  must  be  actually  paid  on  it,  but  regardless  of  whether
or not it is borrowed, the investment is there and is idle.    What
interest  is  not  being  paid  out  is  lost  from  an  investment  that
could  be  earning  it  and  should  be  charged  to  the  cost  of  the
wood.    This  wood  that  is  stored  in  the  yards  is  insured,  which
adds another $5,000 to the burden that it must carry.
The  total  amount  that  must  be  added  t,o  the  actual purchase
price  of the  100,000 cords  is,  therefore,  approximately  $327,000.
A  mill  that  uses  100,000  cords  of-  wood  per  year  and  reduces
it  to  pulp  by  a  chemical  process,  produces  a',bout  160  tlons  of
paper per day or 50,000 tons per year.    The burden of $327,000
of   frl`;ght,   interest,   and   insurance   on  wood,   adds  therefore,
$6.50  to  each  ton  of  paper  produced.
What  would  be  the  position  of  a  paper  company  today  that
could cut $6.50 off the cost of each ton of paper that it produced ?
The  pJ®eSent  over  Capacity  development  in  all  grades  of  paper
consumption,   would   mean   little   to   that   company.     The   ad-
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vantage  would not only  mean a  greater profit per ton of paper
produced,  but  would  also  mean  the  abilitv  to  undersell  compe-
tition,  to consume  freight, rates on  deliveri'es to a wider market-
ing  field,  and  would  result  in  a  steady  _full  time  full  capacity
operation  at  the  mill  when  other  mills  would  be  passing  out
of  existence.
The   possibility   of   reducing   these   costs  were   overlooked  ]®ll
the  past  by  mills  that  weI~e  in  a  position  at  One  time  tO  COntrOl
them.    There  are  mills  today. which  are  so  located  as  to  be  able
to  control  them  in  the  future.    These  mills  are  fortunate.    If
the}  take  advantage  of  the  possibility,  they will,  in the  future,
have  a  deciclecl  adl7antage  over  mills  that  are  not  so  advanta-
geously  located.    There  are  mills  that  have  enough  idle  purely
Ford-st  Crop  Land adjacent  to  them to  supply  them with  pulp-
wood in perpetuity.  In many cases, the la~nd lies within trucking
distance of the mill which if it were producing pulpwood, would
eliminate  freight  rates,  for  the  trucking  cost  from  the  woods
to  the  mill  would  be  no  more  than  the  trucking  cost  from  i,he
woods  to  the  shipping  point  on  wood  being  purchased  today
and  which  cost  is  figul®ed  in  the  price  of  the  wood  before  the
freight  rate  is  added.     In  many  other  cases  where  the  land
does  not  lie  within  trucking  distance,  the  freiglht  rate  on  the
wood produced would be a great deal less than the rate now being
paid.    In  either  case  there  would  be  a  saving  of  most  of  the
freight  rate  if  not  all  of  it  and  there  would  be  no  necessity
for a reserve supply of wood in the yard f'or the producing area
with  its  standing  tl®mber  would  assure  a  safe  working  supply
not  only  for  one  year  but  for  many.
This  idle land  is,  in most  cases,  non-agl®icultura1,  purely  For-
est  Crop Land  and  if` not  already delinquent,  can  be  purchased
from  the  owner  at  verv  low  figures.    Large  blocks  have  sold
for  a  dollar  an  acre  anud  less  and  anv  amount  can  usually  bea.
bought  for  two  dollars  per  acre.
In  many  cases,  the  land  has  second  g`rowth  timber  and  re-
production  established  on it that will be ready to cut  in periods
varying from 5 to 30 years. \ This future value is not recognized
by the general public, but nevertheless is a real value and often
amounts  to  a  great  deal  when  expected  future  yield  is  taken
into consideration.    Those portions which have to be planted can
be  planted  for  between  $5.00   and  $6.00  I,el-  acre,  and,  When
planted,  are  assured  of  100  percent  stocking  and  will  mature
for  pulp  wood  in  between  thirty  and  forty  years.    By  proper
and  wise  selection  in  buying reproduction  and  plantable  lands,
it  is  I,OSSible  tO  Supply  a  mill  from  its  own  stands  of  timber  in
a  relatively  shortl time,  at  any  rate  before  planted  stands  have
become  mature  and  before  the  present  supply  from  the  open
market  becomes  inadequate.
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It  is  a  foregone  conclusion  that  conditions  are  not  going  to
become  better  in  the  future  than  they  are  today.    While  no
advance  in  freight  rates-is  predicted  for  the  next  30  years,
an  increased  length  of  freight  haul  is  certain.    If  the  source
of  supply  recedes only  far  enough  to  increase  the  rate  50 cents
per  cord,  $50,000  is  at  once  added  to the yearly burden carried
by  the  wood  supply.    Interest  rates  too  will  no  doubt  remain
the same,  but if  it is necessary  to  keep  a year7s  supply  of  wood
ahead today,  it. will be  doubly necessary to  do  so  tomorrow and
in   the   future.
150,000  acres  of  land,  if  handled  right,  will  SUT,Ply  100,000
cords  of  wood  per  year.    At  $2.00  an  acre,  the  investment  in
land  to  supply  wood  in  perpetuity  is  orlly  $300,000,  which  is
less  tha,n  the  yearly  burden  now  beintg  carried  by  the  wood.
The  interest  on  theo investment  in  land  would  be  only  a  small
portion  of  the  interest  being paid  each  year  on  the  investment
in  stored  wood.
By  adding  50  cents  per  cord,  as  a  probable  conservative  in-
crease  in  freight  rate  and  leaving  interest  on  stored  wood  the
same  as  it  is  today,  a  conservative  estimate  of  probable  future
yearly  costs  to  be  borne  by  the  wood  supply  is :
100,000  Cords
Freight $300,000.00
Interest   on    Stored   Wood    ___.___________.______          72,000.00
Insurance   on    Stored   Wood   __________________             5,000.00
$377,000.00
The  yearly  costs  orl  a  150,000  acre  forest  would  be  conserva-
tively :
Interest   on   land   investment   _______.____________   $   9,000.00
Fire  Protection,   10 c   per  Acre   ._____.____.______   15,000.00
Administration    10  a    pel'    Acre    ________________   15,000.00
10  percent  yield  tax  (stumpage  at  $2.00
per  Cd.)
Taxes under Forest Crop  Iaw
30,000.00
15,000.00
There  is  a  d-fference  of  $293,000  in  yearly  expenses  or  $6.00
per  ton  of  pal,er  Produced  and  the  mOneV  spent  On  the  Forest,L
is  spent  on  30  years  supply  while  that  spent  on  wood  under
the  present  system  is  only  one  year's  supply.    In  addition  to
this   material   saving-,   the   company   owning   its   own   timber
supply  is   assured   against   increases  in   stumpage   values.     If
stumpage  increases  ill  Price  during`  the  next  30  years  only  as
much  as  it  has  in  the  past  30  years,  another  $100.000  will  be
added  to  the  cost  of  the  open  market  wood  and  $100,000  can
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be  considered  as  being  saved  each  year  by  the  company  prac-
ticing  Forestry.    $100,000  a  year  would  finance  an  extensive
Forestry  program.
Even  if  all  savings  of  freight,  interest  and  stumpage  were
disregarded,  the  mill  with  its  own  wood  supply  is  assured  of
a  wood supply regardless of market  conditions  and  wood  short-
ages.     It  is  assured  of  the  species  that  it  is  equipped  to  use
and  is  assured  of  wood  of  the  best  quality.
Tqypical  2-0  White  Spr'uce  Stock  Used  in  Refore8tkmlg.
Another   advantage   that   should  not  be   overlooked,  that  a
Forestry  Department  adds  to  a  mill,  is  a  lot  of  valuable  ad-
vertising' that  brint5OIS  results.     The  things  that  impress  buyers
and  salesmen  after  a  visit  to  the  mill  that  has  a  Forestry  De-
partment,  is  the  Forestry  Nursery  and  the  planted  stands  of
pulpwood.    These thing`s lend an atmosphere of permanence and
sincerity  to  a  paper  industry  that  stands  out  above  all  other
features.
Those inills especially that are located so that they can control
their future wood supply should be awake to the aclvantages that
they  have  over  mills  not  so  located  for  the  que;stion  "Can  a
paper  industry  afford  to  practice  For-eStry?"  iS  fast  Changing
to  the  question  "Can  a  paper  industry  afford  to  not  practice
Forestry ? ' 7
